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1 BENNY WAMPLER: Good Morning. M nane is Benny

2 Wampler. 1I'm Deputy Director for the Departnent of M nes,

3 Mnerals and Energy, and Chairman of the Gas and G| Board;
4 and I’11 ask the Board members to introduce themselves,

5 starting with M. Brent.

6 MASON BRENT: My name is Mason Brent and I’m from
7 Heathsville, Virginia, and | represent the Gas and Q|

8 industry.

9 PEGGY BARBAR: |' m Peggy Barbar, Southwest Virginia
10 Conmmunity College. |'mof public at-Iarge.

11 SHARON PI GEON: I’m Sharon Pigeon. I’m here from
12 the Attorney Ceneral's office.

13 MARY QUI LLEN: Mary Quillen. | represent the

14 public interest.

15 JIMMINIYRE: I'm Jim McIntyre, Wise, Virginia, a
16 citizen appointee.

17 GARY EIDE: I'mGary Eide. [|I'man inspector with
18 the Division of Gas and GIl. [I'msitting in for Bob WI son
19 who couldn't be here today. But Bob is the Director of the
20 Division of Gas and the Principal Executive to the Staff of
21 the Board.

22 BENNY WAMPLER: The first itemon today's agenda is

23 a petition fromPine Muuntain Gl and Gas, |ncorporated for
24
- 3
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pooling of a coal bed nethane unit Watkins 19-CBM Unit 72-AB,
docket nunmber VGOB- 05-0920-1495. W'd ask the parties that
W sh to address the Board in this matter to conme forward at
this tine.

TIM SCOIT: Tim Scott representing Pine Muntain
Ol and Gas.

PH L HORNE: Phil Horne, District Landman, Pine

Mountain O and Gas.

| AN LANDON: | an Landon, operation's manager at

Pi ne Mountain G| and Gas.

BENNY WAMPLER:  Ckay, the record will show there no

others. Do you want to go ahead and be sworn in?

TIM SCOTT: Yeah, could you all please raise your
ri ght hands.

(Wtnesses are duly sworn.)

BENNY WAMPLER:  You may proceed.

PH L HORNE

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOTT:

Q Ckay. M. Horne, would you state your full
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name and by whom you' re enpl oyed?

A My nanme is Phillip Spencer Horne. |'m
District Landman for Pine Mountain G| and Gas.

Q And what is your job description, please.

A We work on getting permts to drill wells,
buy right-of-ways, deal with oil and gas owners, surface
owners, make surface danage settl enents.

Q kay. D d you assist in the preparation of

t he applications now pendi ng before the Board?

A Yes, | did.

Q And is this unit located in the Nora Coal bed
Gas Fiel d?

A Yes, it is.

Q Does this unit contain 60 acres?

A Yes.

Q Before we go on with the additiona

testinony, we provided the Board with a revised plat. | want
to ask M. Horne sone questions about that plat. M.
Plat... M. Horne, we provided a new plat to the Board, did
that plat require additional notification?

A No.

Q Ckay. Wiat was the purpose for the

revi sion?
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A The inspector wanted us to show t he cl osest
coal bed nethane well to the proposed well.

Q And were any other parties who were |isted
removed fromthat?

A Par ambunt Coal Conpany as the coal |essee
was renoved. W' ve been told that Paranount didn't need to

be notifi ed.

Q Al right. Any other revisions to the plat?
A No.
Q Ckay. Does Pine Mountain own drilling

rights in this unit?

A Yes, we do.

Q And are there any respondents |isted as
unl eased on Exhibit B-3 who should be dism ssed fromthis
appl i cation?

A No, there are not.

Q Wth regard to the respondents, there is
just one gentleman listed, is that correct?

A That's correct.

Q And did you attenpt to reach a voluntarily
agreenent with M. Deel prior to the filing of the
application?

A. Yes, | met with himtwice at hone in



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Tazewel I, Virginia and was unsuccessful .

Q Have you had ongoi ng di scussions with M.
Deel ?

A Yes, | spoke with himlast week and told him
we woul d be here this norning.

Q Ckay. Wiat percentage does Pine Muntain
have under |ease for this unit?

A 99. 59%

Q And was notice of this hearing provided to

the respondents on Exhibit B-3?

A Yes, by certified mil.

Q How el se was notice effected?

A Notice was published in the Bluefield Daily
Tel egr aph.

Q And what...what day was that published?

A August the 24th, 'O05.

Q Are there any unknown owners in this unit?

A No.

Q Ckay. Have you filed proofs of publication

and your mail certification with the Board?
A Yes, we have.
Q | s Pine Mountain authorized to conduct

busi ness in the Commonweal t h?
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A Yes, we are.

Q And does it have a blanket bond on file with
t he departnment?

A Yes.

Q Shoul d you reach an agreenent...a voluntary
agreenent with M. Deel, what would those terns be?

A Five dollars per acre for a five year |ease
with a one-eighth royalty.

Q In your opinion, is this a reasonable
conpensation for a lease in this area?

A Yes, it is.

Q What percentage of the coal estate does Pine

Mount ai n have under | ease?

A 99. 59%

Q And the oil and gas estate?

A 99. 59%

Q What percentage of the oil and gas estate

are you seeking to pool ?

A .41%

Q And what about the coal estate?

A .41%

Q s there an escrow requirenent for this

particular unit?
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A No.

Q Are you requesting the Board to pool the

unl eased respondents listed on Exhibit B-3?

A Yes,

we are.

Q Are you requesting that Pine Muntain be

named as operator for this particular unit?

A Yes.

Q And what address should be used for any

correspondence regarding elections with regard to this unit?

Virginia 24210...24212,

correspondence be---7?

A It would be P. O Box 2136, Abingdon,
excuse Ie.

Q And to whose attention should that

A Phi | Hor ne.

TIM SCOTT: Ckay. That's all the questions | have

for M. Horne.

BENNY WAMPLER

conflicting owners?

a .31%

PH L HORNE

bel i eve.

TI M SCOTT:

SHARON PI GEON:

| beli

. 31%

TI M SCOTT:

Ckay.

Now, you did say there's no

eve | msspoke there. There is

You have an E.

We didn't notify those people.
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notify thi

conti nued

PH L HORNE: Right. O the force pooling, right.

TIM SCOTT: No. But we notified Deel.
PH L HORNE: Right, exactly. Ckay.

TIM SCOIT: Okay. We've got a problem W didn't
s gentl eman.

BENNY WAMPLER:  Ckay.

SHARON PI GEON:  The Boyds, you didn't notify thenf

TIM SCOTT: No, we did not notify them
BENNY WAMPLER. Do you need it continued then?

TI M SCOIT: Yes, sir.
BENNY WAMPLER:  All right. The case will be

until next nonth.

PH L HORNE: This one right here signed a | ease.

TIM SCOIT:  Huh?

PH L HORNE: He' s | eased.

TIMSCOTT: OCh, I'msorry...l'msorry.
PHI L HORNE: He's |eased. The parties |eased.

TIMSCOTT: |I'msorry, | was confused. So, we do

not need to continue it. He is | eased.

t hen?

BENNY WAMPLER.  Ckay. All right.

TIM SCOTT: Ckay. And we don't have a conflict

PH L HORNE: Well, he owns the surface and gas wel |l

10
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and t he coal bed net hane.

BENNY WAMPLER:  You have a conflict, but you've got

a | ease.
TIM SCOIT: Well...right, okay. |'msorry.
SHARON PI GEON:  But you didn't have a notice

pr obl em
TIM SCOTT: |'m sorry.
PH L HORNE: But we notified it, okay, for the

permt section.
TIM SCOTT: This is our first day. So, |
apol ogi ze.

BENNY WAMPLER. That's all right. It's early too.

TIM SCOTT: Ckay.
BENNY WAMPLER. Let's just take a pause here. M.

Harris, you just joined. Do you care to just introduce
yoursel f.

BILL HARRI'S: Yes, thank you. Sorry I'mlate. 1'm

Bill Harris, a public nenber from Wse County.
BENNY WAMPLER:  Thank you. Go ahead.

| AN LANDON

havi ng been duly sworn, was exam ned and testified as

foll ows:

11



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M . Landon, would you state your nane,
pl ease?

A My nane is lan Landon. |'m QOperations
Manager for Pine Mouuntain Ol and Gas.

Q And are you famliar with the application
pendi ng before the Board?

A Yes, | am

Q Are you famliar with the total depth of
this proposed well ?

A Yes, 2,175 feet.

Q And are you requesting the Board to pool
coal bed net hane gas reserves from..to the designated
formations and to the surface to the total depth drilled?

Yes.

And what are the estimated reserves for this

unit?

250 mllion cubic feet.

And are you famliar with proposed costs of

this well?
Yes.

And what's the estimted dry hole costs?

12
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A $104, 831.

Q And what's the estimted conpl eted costs?
A $305, 565.

Q Now, we have a...we presented an AFE to the

Board. Wo prepared that AFE?

A |...l prepared the AFE.

Q Okay. And does the AFE include a reasonabl e
charge for supervision?

A Yes, it does.

Q Ckay. In your opinion, would granting of
this application be in the best interest of conservation,
prevention of waste and protection of correlative rights?

A Yes.

TIM SCOTT: That's all the questions | have for M.
Landon.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TIM SCOTT: No, sir. W'd just ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve, M. Chairnman.

13
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PEGGY BARBAR: "Il second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

TIM SCOTT: Thank you.
PH L HORNE: Thank you.

BENNY WAMPLER. The next itemon the agenda is a

petition from Equitable Production Conpany for a well

| ocation exception for proposed well V-535453. This is
docket nunber VGOB-05-0920-1496. W ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JI' M KAl SER: M. Chairman and Board nenbers, Jim

Kai ser and Don Hall on behalf of Equitable Production
Conmpany. We'd ask that M. Hall be sworn in at this tine.
(Don Hall is duly sworn.)
BENNY WAMPLER:  The record wll show no ot hers.

You nmay proceed.

14
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JIMKAISER WAt a mnute for M. Hall to get his

beari ngs.

BENNY WAMPLER:  Ckay.

DON HALL: |'mready.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q Wul d you state your nane for the Board, who
you' re enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landnman.

Q Now, this particular well, did we pool this
| ast nmont h?

A Yes.

Q And everybody, including nyself, yourself
and M. WIlson, we mssed a well that we needed to get an

exception fromto the north of 535453, is that correct?

A That's correct.
Q So, we're back again this nonth seeking an
exception for this well. Do your responsibilities include

15
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the Iand involved here and in the surrounding area?

A They do.

Q Are you famliar with the application we
filed seeking a | ocation exception?

A Yes.

Q Have all interested parties been notified as
requi red by Section 4(B) of the Virginia Gas and G| Board
Regul ati ons?

A They have.

Q Wul d you indicate for the Board the

ownership of oil and gas underlying the unit for well nunber

V- 5354537

A We have a 100%of it either |eased or force
pool ed.

Q Ckay. And does Equitable have the right to
operate the one reciprocal well, that being 534567

A Ve do.

Q And this is an exception that we're seeking

of roughly what 38 feet?
Yes.
And are there any correlative rights issues?

No, there isn't.

o > O »

Coul d you explain for the Board why we need

16



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

this exception?

A The well is located on a | ease that we took
from Jean Johnson Robinson. The terns of that | ease was on
condition that they had to approve the well site. This
is...this is where they wanted us to put the well site.
Basically for consideration to the surface owner

Q Right. So, we're just trying to accommodate
t he surface owner because if you take a | ook at the plat, |
woul d direct the Board to the plat, |I nean, we could

obviously go 38 feet to the south and have a | egal |ocation?

A Right. But this is...this is where they
chose- - -.

Q Ckay.

A ---for us to put the location.

Q In the event the | ocation exception were not

granted, would you project the estimated | oss of reserves?

A 300 mllion cubic feet.

Q And what's the total depth of the well?
A 5926 feet.

Q s the applicant requesting this |ocation

exception cover conventional gas reserves to include the
designated formations fromthe surface to the total depth

drill ed?

17
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A Yes.

Q In your opinion, would the granting of this
| ocation be in the best interest of preventing waste,
protecting correlative rights and maxi m zing the recovery of
the gas reserves underlying the unit for V-535453?

A Yes.

JIM KAISER.  Nothing further of this w tness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMKAISERR W' d ask that the application be

approved as subm tted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve, M. Chairnman.

PEGGY BARBAR: | second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

18
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(No audi bl e response.)

BENNY WAMPLER:  You have approval

GARY EI DE: M . Chai r man.
BENNY WAMPLER: Yes.

GARY EIDE: The Division of Gas and G| would |ike
to recognize M. Hall for bringing this to our attention. A
permt was issued and a stay subsequently issued too. But
M. Hall found the problemand notified M. WIson of the
problem W wanted to thank himfor being forthcomng and
honest in this situation. Thank you.

BENNY WAMPLER:  Thank you. The next itemon the

agenda is a petition from Equi table Production Conpany for
creation and pooling of a conventional gas unit V-536100.
This is docket nunber VGOB-05-0920-1497. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

JIM KAl SER.  Again, M. Chairman, Jim Kaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You nmay proceed.

DON HALL
DI RECT EXAM NATI ON

19
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QUESTI ONS BY MR KAl SER

Q M. Hall, again, state your nane for the
Board, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landman.

Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A It does.

Q Are you famliar with our application...
Equi tabl e's application seeking the establishnent of a unit
and pooling any unleased interest for this well, which was

dat ed August the 19th, 2005?

A Yes.
Q s Equitable force...seeking to force poo
the drilling rights underlying the unit as depicted at

Exhibit A that being the plat to the application?

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A Ve do.

Q Prior to follow ng the application, were
efforts made to contact each of the respondents and an

attenpt nade to work out an agreenent regarding the

20
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devel opnent of the unit?
A Yes.
Q VWhat is the interest of Equitable that's

|l eased within the unit?

A We have 95.21% of the unit |eased.

Q Are all unleased parties set out in Exhibit
B- 3?

A Yes.

Q And what is the percentage of the unit that

remai ns unl eased?

A 4.79%

Q We don't have any unknown or unl ocateabl e
owners in this unit do we?

A That's correct we don't.

Q And in your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.

Q And are the addresses set out in Exhibit B
to the application the | ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

21
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all unleased interest as |listed at Exhibit B-3?

A Yes.
Q Now, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns you j ust
testified to represent the fair market value of and the fair
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.

Q Now as to our one unleased party, Tract 3,
Irvin and Lena Jean Fuller, do you recommend that they be
allowed the followng statutory options with respect to their
ownership interest wwthin the unit: 1) participation; 2) a
cash bonus of five dollars per net mneral acre plus a one-
eighth of eight-eights royalty; 3) in lieu of a cash bonus
and one-eighth of eight-eights royalty share in the operation

of the well on a carried basis as a carried operator under

22
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the follow ng conditions: such carried operator should be
entitled to the share of production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases or assignnments

t hereof or agreenment relating thereto of such tracts, but
only after the proceeds applicable to their share equal 300%
of the share of such costs applicable to the interest of a
carried operator of a |leased tract or portion thereof; or
200% of the share of such costs applicable to the interest of
the carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, Charleston, West Virginia 25302, Attention: Melanie
Freeman?

A Yes.

Q Should this be the address for all the
comuni cations with the applicant concerning any force
pool i ng order?

A It shoul d.

Q Do you recommend that the order provide that

if no witten election is properly made by a respondent, then

23
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such a respondent should be deened to have el ected the cash
option in lieu of participation?

A They shoul d.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date that they receive the recorded Board order to
file their witten elections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of actual well costs?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that party's share of actua
wel | costs?

A V¢ do.

Q Shoul d the applicant be allowed 120 days
follow ng the recording date of the Board and thereafter,
annual ly on that date until production is achieved to pay or
tender any delay rental or cash bonus that may becone due
under the force pooling order?

A Yes.

Q Do you recommend that the order provide that

if a respondent elects to participate but fails to pay their

24
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proportionate share of well costs satisfactory to the
applicant for paynent of those costs, then the respondents

el ection to participate should be treated as havi ng been

w t hdrawn and void and such respondent should be treated as
if noinitial election had been filed, in other words, deened
to have | eased?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to paynent of well costs, any cash sum becom ng
payabl e to that respondent be paid within sixty days after
the | ast date on which said respondent could have paid or

made satisfactory arrangenents for the paynents of those well

costs?
Yes.
Q Again, we stated that we don't have
any...it's a conventional well and we don't have any unknown

or unl ocateable owners. So, the Board does not need to
establish an escrow account, correct?

A That's correct.

Q And who shoul d be nanmed t he operator under
the force pooling order?

A Equi t abl e Producti on Conpany.

25
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Q Total depth of the proposed well?

A 6, 056 feet.

Q And the estinated reserves for the unit?

A 400 m |l 1ion.

Q Are you famliar with the well costs for
this well?

A Yes.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A Yes.

Q Was this AFE prepared by an engi neeri ng
depart nent knowl edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

Yes.

Q I n your opinion, does the AFE represent a
reasonabl e estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conplete well costs?

A Dry hole costs is $282, 760 and the conpl eted
wel | costs are $484, 086.

Q Do these costs anticipate a nmultiple
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conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A It woul d.

JIM KAI' SER:  Nothing further of this wtness, M.

Chai r man.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JI M M| NTYRE: So noved, M. Chairman.

BENNY WAMPLER:  Mbtion to approve.

MASON BRENT: Second.

BENNY WAMPLER:  Second. Any further discussion?
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(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of a coal bed nethane unit VG 536531, docket
nunmber VGOB- 05-0920-1498. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIM KAl SERR M. Chairman, again, JimKaiser and

Don Hall on behal f of Equitable Production Conpany.
BENNY WAMPLER:  The record will show no ot hers.

You may proceed.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER
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Q M. Hall, again, state your nane for the
Board, who you're enployed by and in what capacity?

A My nanme is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as District Landman.

Q And are you famliar with Equitable's
application seeking to pool any unleased interest in the unit

for EPC well nunber VC 536531, which was dated August the

19t h, 2005?
A Yes.
Q Does Equitable own drilling rights in the

unit invol ved here?

A We do.

Q And prior to the filing of the application
were efforts made to contact each of the respondents owning a
interest and an attenpt nmade to work out a voluntary | ease
agreenent regarding the devel opnent of the unit?

A Yes.

Q What is the interest under |ease to

Equitable in the gas estate in the unit?

A W have 99. 10% | eased.

Q And the interest under lease in the coa
estate?

A 100%
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Q And are all the unleased parties set out in
Exhi bit B-3?

A They are.

Q And the percentage of the gas estate that
remai ns unl eased?

A . 90%

Q Now, that represents the interest owned in
the gas estate in Tract 3 by Eva May Adkins, is that correct?

A That's correct.

Q Ckay. W don't have any unknown or
unl ocateabl e parties in this unit?

A No.

Q I n your professional opinion, was due
diligence exercised to |ocate each of the respondents naned?

A Yes.

Q Are the addresses set out in Exhibit Bto
the application, the |last known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo
the one unleased interest listed in Exhibit B-3?

A Yes.

Q Are you famliar wth the fair market val ue
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of drilling rights in this unit and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.

Q In your opinion, do the terns you just
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A They do.

JIMKAISER Now, M. Chairman, at this tine, 1'd

ask that the Board incorporate the testinony regarding the
statutory elections afforded the unl eased party and their
different obligations and tine lines in which to nake that
el ection that was just previously heard in docket nunber 05-
0920- 1497.

BENNY WAMPLER:  That wil| be incorporated.

Q M. Hall, in this particular case, we do
have a conflicting claimin Tract 3. So, the Board does need
to establish an escrow account for any proceed attributable
to Tract 3, is that correct?

A. That's correct.
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Q And who shoul d be nanmed t he operator under

the force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed
wel | ?

A 2461 feet.

Q And the estinated reserves for the unit?

A 330 mllion.

Q Again, are you famliar with the well costs
for this well?

A Yes.

Q Has an AFE been revi ewed, signed and

submtted to the Board as Exhibit C?

A It has.

Q I n your opinion, does this AFE represent a
reasonabl e estimate of the well costs?

A Yes.

Q Wul d you state for the Board both the dry
hol e costs and conplete well costs for this well?

A Dry hole costs is $116, 805 and the conpl eted
costs is $268, 898.

Q Do these costs anticipate a nultiple

conpl eti on?
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A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, would the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes.

JIM KAI' SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

Bl LL HARRI S: M . Chair man.

BENNY WVAMPLER® M. Harris.

BILL HARRIS: M. Hall, just a quick question. |

was just a little curious about sone of the figures in the
AFE and conpared it to the |ast case, which |I know we've

al ready voted on. Down about two-thirds of the way down on
the first page there's surface danmages | ocation and then GBH
under the notes.

DON HALL:  Uh- huh.
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BILL HARRIS: Do you know where | anf? That shows

zero. |'mjust curious about what kind of charges woul d be
t here because in the previous one, again, we' ve already voted
on that, but there was a $20,000, | think, |ong access and
pi peline. Wat is the difference?

DON HALL: You're |ooking at surface damage
| ocation, you say?

BILL HARRI'S:  Yes.

DON HALL: Well, this...this well here is on the
coal conpany property, which we don't pay...they're our
| essor. W don't pay them anything for damages. The ot her
well we just did was on an individual surface owner. W pay
t hem damages for anything that we do.

BILL HARRI'S: Typically, there would be an anount

there if you were on---7?
DON HALL: If we're on soneone other than the
conmpany, Yyes.

BILL HARRI'S: Yeah. Wll, that would be...a couple

of itens down on | and contractor costs and noti ce.
DON HALL: That's...we have...we use contract
| andnmen to...to do the field work

BILL HARRI'S:  Uh- huh.

DON HALL: This particular well here required | ess
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field work than the other one did because the other one had a
nunber of...well, let's see, we're tal king about the one just
bef ore---.

Bl LL HARRI S: Yeah, | think there were fewer

people. | was just curious about where those nunbers---.

JIM KAI SER. The other one is a conventi onal

well ---.

DON HALL: Yeah.

JIMKAISER ---1 think with a bunch of people in
it.

DON HALL: Bigger unit, yeah.

JI M KAl SER:  Bi gger unit.

BILL HARRIS: Yeah. | noticed the depth was
different.

DON HALL: And the depth was different too. That's

the reason that the total costs on the AFE is...this is a CBM

BILL HARRI'S: Yeah, | know about total...yeah,

DON HALL: Yeabh.
BILL HARRI' S: Ckay.

DON HALL: This was---.

BILL HARRI'S: But | was just curious about those
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particul ar ones. Ckay, thank you.
DON HALL:  Uh- huh.
BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI' M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

PEGGY BARBAR: 'l second.

BENNY WAMPLER.  And second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of coal bed nethane unit VC536644. This is
docket nunber VGOB- 05-0920-1499. W'd ask the parties that
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wi sh to address the Board in this matter to cone forward at
this time.

JI M KAl SER:  Again, M. Chairman, Jim Kai ser and

Don Hall on behal f of Equitable Production Conpany. W do
have the revised set of Exhibits that we're going to pass out
for this one.

(Don Hall passes out revised Exhibits.)

JIMKAISER 1'Ill give everybody a second to kind

of look at that. Then before we get into our general
testinony, I'lIl ask M. Hall to explain what it was we
revised because it's nore of a procedural thing than a
substantive thing. So---.

DON HALL: In Tract 2 in B...let's see...B-2 and B-
3 and E...in all Exhibits, Tract 2, Fairfield Limted
Part nershi p has replaced the Hel en Johnson Estate.

JI M KAl SER:  Repl aced the Hel en Johnson Estate.

DON HALL: Through subsequent title research, we
determ ned that Hel en Johnson had conveyed her interest to
Fairview Limted Partnership and they were inserted in the
sl ot where Ms. Johnson was. O course, they're |eased to
CNX anyway. So---.

BENNY WAMPLER:  Your...your plat doesn't have the

tracts nunbers on themor at | east the one | have doesn't
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have the tract nunbers. Can you tell us where...where we
| ocate...orient us here?

DON HALL: GCkay. Tract 1 is the tract on which the
well was |ocated. The larger portion of the unit and Tract 2
is the portion that's in the northeast corner of the unit.
|"msorry, | should have nunbered that. The larger tract---.

BENNY WAMPLER: Does yours have the nunbers on it,

M. Eide?
GARY EIDE: No, sir.
BENNY WAMPLER. Ckay. We'Il need you to submt

t hat .
DON HALL: Ckay.
BENNY WAMPLER. Go ahead with your testinony.

DON HALL: Ckay.

DON HALL
DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q Ckay, M. Hall, are you famliar wth the
application we filed seeking to pool the interest in the
Tract 2 that are unleased to us but |eased to CNX?

A Yes.

Q And does Equitable own drilling rights in
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the unit involved here?

A
Q

W do.

And prior to the filing of the application,

were efforts nade to contact each of the respondents and an

attenpt made to work out a voluntary agreenent?

A
Q
| ease in the gas
A
Q
A

Q

pooling the interest

CNX, correct?

A
Q

Yes.

VWhat is the interest of Equitable under
estate in the unit?

We have 83.07% of the gas estate | eased.
And al so 83.07% of the coal estate?
That's correct.

And as we stated, what we're doing is

in Tract 2 that are currently | eased to

Yeah, that's correct.

Now, al so, this particular well is outside

the interior wwndow. So, as you are allowed to do either in

the permt you' ve already filed or in the permt that you

will file, you will apply for a |l ocation exception?
A Yes.
Q Ckay.
A And this well has already been permtted.
Q Ckay. So, the interest in both the gas
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estate and the coal estate that remains unleased to Equitable

is 16.93%
A That's correct.
Q Don't have any unknowns or unl ocat eabl es?
A No.
Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned?

A Yes.

Q Are the addresses and nanes set out in
revised Exhibit B to the application, the |ast known
addresses for the respondents?

A They are.

Q Are you requesting this Board to force poo

all unleased interest |listed at revi sed Exhi bit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A We pay a five dollar bonus on a five year

termwith a one-eighth royalty.
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Q

testified to represent the fair

In your opinion, do the terns you just

mar ket value of and the fair

and reasonabl e conpensation to be paid for drilling rights in

this unit?

A

They do.

JIMKAISER M. Chairman, |'d again ask that the

testinony regarding the statutory el ection options afforded

any unl eased parties taken item 1497 earlier today be

I ncor por at ed.

BENNY WAMPLER:  That wi Il be incorporated.

Q

Exhi bit EE

So,

M. Hall, in this particular case, we have a

there's...escrowis not required because

there is a royalty split agreenent between these parties.

A
Q

That's correct.

And who shoul d be nanmed t he operator under

the force pooling order?

wel | ?

A.
Q

o > O »

Equi t abl e Producti on Conpany.

And what is the total depth of the proposed

2097 feet.

And the estimated reserves for this unit?

300 mllion.

Are you famliar wth the well

41
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this well?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A It has.

Q I n your opinion, does this AFE represent a
reasonabl e estimate of the well costs for this well?

A Yes.

Q Coul d you state for the Board both the dry
hol e costs and conplete well costs for this well?

A Dry hole costs is $130,049 and the conpl eted

costs is $298, 430.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A. [t woul d.
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JIM KAISER.  Nothing further of this w tness at

this time, M. Chairnmn.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

JIMMINTYRE: | have a questions, M. Chairmn, of
M. Hall. D d you say that that well was permtted?

BENNY WAMPLER:  Yes, sir.

JIM MINTYRE: No further questions.

BENNY WAMPLER:  Any ot her questions from nenbers of
t he Board?

PEGGY BARBAR. M. Wanpler, may | ask a question,
pl ease?

BENNY WAMPLER: Yes, ©Ms. Barbar.

PEGGY BARBAR. I n the revised exhibits, you have a

Exhibit B-2. But in the original packet there is not a B-2.
DON HALL: The reason we added a B-2 is because we

had a change. The B-2 exhibit is for people that are

di sm ssed or added to the force pooling. That's the reason

you have a B-2. Wen we had filed it initially, we didn't

have any reason to have it. Now, since we've dism ssed the

Hel en Johnson Estate and added the Fairview Limted

Part nership, we had to create a B-2.

JIMKAISER  And that's a good question because you
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don't see too many B-2s. You'll only see themwhen there are

revi sed exhibits.

to add or

Boar d?

PEGGY BARBAR  Ckay.

JI M KAl SER:  Because the only purpose of it is is

dism ss parties fromthe original application.

PEGGY BARBAR  Thank you very much.

BENNY WAMPLER: Ot her questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKAISER W' d ask that the application be

approved as submtted with the revised exhibits and then with

the subm ssion of a new plat fromthe applicant nunbering the

tracts.

yes.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval

DON HALL: Thank you.

BENNY WAMPLER. The next itemon the agenda is a

petition from Col unbi a Natural Resources, LLC for a well

| ocati on exception for proposed well 825614, docket nunber
VAEOB- 05- 0920- 1500. We'd ask the parties that wish to address
the Board in this matter to cone forward at this tine.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Ji m Kai ser and Robert Keenon on behal f of Col unbia Natur al
Resources, LLC. W'd ask that M. Keenon be sworn at this
time.

(Robert Keenon is duly sworn.)

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed.

ROBERT L. KEENON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Keenon, if you'd state your nane for the

Board, who you're enployed by and in what capacity?
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A Robert L. Keenon. |'m enployed by Col unbi a
Nat ural Resources, LLC as a Senior Petrol eum Engi neer.

Q And you' ve testified before the Board on
many occasi ons?

A Yes.

Q And do your responsibilities include the
| and i nvol ved here and in the surroundi ng area?

A They do.

Q Now, are you famliar with the application
we filed seeking a | ocation exception for well 8256147?

A Yes.

Q And have all interested parties been
notified as required by Section 4(B) of the Virginia Gas and
O | Board Regul ations?

A Yes, they have.

Q Wul d you indicate for the Board the
ownership of the oil and gas underlying the unit for well
nunber 8256147

A Pine Mountain G| and Gas is 100% of the
ownership of the oil and gas.

Q And does CNR have the right to operate the
reci procal wells?

A W operate the conventional reciprocal
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wel | s.

Q Ckay. And then well that we see, everybody
will goto the plat...so, we're actually seeking an exception
fromone existing well, one proposed well and then the other
two wells that you see that you see that say Piednont Watkins
4 and Piednont Watkins, | believe that's 2 are both CBM
wells, is that correct?

A Well, one correction to that, as of Thursday

of last week, there are two existing wells. 25615 to TD | ast

week. It has not---.
Q Ch, okay.
A ---been conpl eted yet.
Q Ckay. So, it's no |onger proposed and that

is the well that's out at 2:00 o'clock on the typo, correct?

A That is correct.

Q Ckay. So, | guess ny point being don't be
fooled by the distances fromthis well to those two CBM
wells. W're actually seeking an exception from 21973 and
now al so 82561, did you say?

A That's correct.

Q Ckay. So, does CNR have the right to
operate both the reciprocal and conventional wells?

A. W do.
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Q Are there any correlative rights issues?

A No.

Q Ckay. Now, explain for the Board why we
needed this |ocation exception?

A This | ocation was chosen to...really to
m nimze the di sturbance of the surrounding terrain and al so
to maxi m ze the recovery of the mneral resources within the
existing wells. One of the conditions of this | ease of which
we were a part interest was that we had to have pre-approved
coal sites, or pre-approved sites by the coal |essors and
sub-| essees prior to drilling these locations. On this
particular location, this particular site was approved and
recommended by the two coal |essors, ACIN and DBRD, as wel |
as the coal sub-Ilessees, Al pha Land and Resources, Maxi num
Shared Resources and Paranmount Coal of Virginia.

Q Now, in the event this | ocation exception

were not granted, would you project the estinmated | oss of

reserves?

A 400 mllion standard cubic feet.

Q And what's the total depth of the proposed
wel | ?

A 5,955 feet.

Q I s the applicant requesting that this
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| ocati on exception cover conventional gas reserves to include
the designated formations fromthe surface to the total depth
drilled?

A We are.

Q In your opinion, would the granting of this
| ocation exception be in the best interest of preventing
waste, protecting correlative rights and nmaxi m zing the
recovery of gas reserves underlying the unit for 825614?

A It woul d.

JIM KAl SER. Nothing further of this wtness at

this time, M. Chairmn.

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Who owns the well that...the 8256

well that was just conpleted, is that your well?

ROBERT L. KEENON: That is our well.

BENNY WAMPLER:  Ckay.

ROBERT L. KEENON: And as a matter of a fact, we

had sonme prior discussions with Bob WIlson, Division of Mnes
and Mnerals, as far as the best way to approach this well.
Since there was no location...location exception required or

i nvol ved on 25615, we went ahead and permtted that well at
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the tine. This well required a | ocation exception from both
it and a preexisting 21973.

BENNY WAMPLER: And who are the mi neral owners on

the one that...the one listed as proposed well?

ROBERT L. KEENON: Pi ne Mountain G| and Gas.

BENNY WAMPLER: Ckay. And you have a | ease for

t hent?

ROBERT L. KEENON: Yes, sir.

BENNY WAMPLER: Ckay. O her questions from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

Next is a petition fromHard Rock Exploration, |ncorporated
for a well location exception for proposed well HRVAE #11,
docket nunmber VGOB- 05-0920-1501. We'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Jim Kai ser and Ji m Stephens on behal f of Hard Rock
Expl oration. W'd ask that M. Stephens be sworn in at this
time.

(Jim Stephens is duly sworn.)

BENNY WAMPLER: If the Board will recall, it was

either last nonth or the nonth before, Jimprobably needs to
refresh ny nmenory, we...he got a | ocation exception for this
well. This is the second | ocation exception we're getting

before it.
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JI M STEPHENS

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS B MR KAI SER

Q Bef ore we go through the standard testinony,
Jim if you'd just kind of explain what happened and why
we' re back

A | went through the spacing exceptions to get
an approved well and then we permitted. Once we went through
the permt process, Consol requested that we nove the well to
get to solid coal in their #4 mne. W went back out and
submtted the well to get into solid coal

Q So, because the location and therefore the
di stance fromany well in which we're seeking an exception

changed, we need to cone back and do this again, correct?

A That's correct.

Q Ckay. And your responsibil...do your
responsibilities with Hard Rock, well...explain your job at
Hard Rock?

A "' m Vice President of operations.

Q And do your responsibilities include the

| and i nvol ved here and in the surrounding area?
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A Yes.

Q And you're famliar with this application
that we filed seeking this | ocation exception for well HRVAE
#117?

A Yes.

Q And have all interested parties been
notified as required by Section 4(B) of the Virginia Gas and
O | Board Regul ations?

A Yes.

Q Wul d you indicate for the Board the
ownership of the oil and gas underlying this well?

A It would be C L. Ritter and Virginia Gs,
Frank Henderson, or Norfol k---.

Q Appal achi an Energy---7?
A Yeah.
Q ---and Norfol k and Sout hern Rail road?

JIMKAISER. This was al so, M. Chairman and Board

menbers, the well that we force pooled | ast nonth.

Q So, all the oil and gas interest within the
180 acre square within the Pilgrims Knob unit is either
under | ease to Hard Rock, voluntary | ease, or has been...is
under a Board order and pooled with Hard Rock named as the

operator, is that correct?
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A That's correct.
Q kay. And M. Henderson has been notified

again of this change in the [ocation and he's okay with it?

A Yes.

Q Okay. Explain again why we had to get this
exception.

A To get into a solid block of coal

where...where the well was previously...which was the best
pl ace on the ground. It was in a opening in the, | think,
the BP #4 mne. W just noved it to get to a solid bl ock of
coal .

Q All right. 1In the event this |ocation
exception were not granted, would you project the esti mted

| oss of reserves?

A It's 300 mllion.

Q And the total depth of this proposed well?
A 4900.

Q Are you requesting this |ocation exception

cover conventional gas reserves to include designated
formations fromthe surface to the total depth drilled?

A Yes.

Q I n your opinion, would the granting of this

| ocati on exception be in the best interest of preventing
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waste, protecting correlative rights and nmaxi m zing the
recovery of the gas reserves underlying the unit for HRVAE
#117?

A Yes.

JIM KAISER.  Nothing further of this w tness at

this time, M. Chairnmn.

BENNY WAMPLER: What do you propose to do about the

| ast nonth's hearing?

JI M KAl SER: | tal ked to Bob about that and---.

BENNY WAMPLER: You need to withdraw it, | think

JIMKAISER  Yeah. Do | just need to send you a

letter withdrawing it?

BENNY WAMPLER:  Yeah. Listing that docket nunber.

JI M KAl SER: So, we don't have two of them out

t here.

BENNY WAMPLER: Ri ght .

JIM KAl SERR  Okay. O her questions from nenbers of
t he Board?

(No audi bl e response.)

BENNY WAMPLER:  You're agreeing to do that?

JI M KAl SER  Yes.

BENNY WAMPLER:  Any ot her questions from nenbers of
t he Board?
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1 MASON BRENT: M. Chairman, just one question.

2 BENNY WAMPLER: M. Brent.

3 MASON BRENT: VWhich well did we get an exception

4 fromthe |last tine?

5 MR. STEPHENS: The AE---

6 JI M KAl SER EAH- 19.

7 MASON BRENT: Last nonth?

8 JIMKAISER. | believe so, yeah. It's the sane

9 well that we got the exception fromthe last tine. |It's just

10 a different distance.

11 MASON BRENT: Different...right, okay.

12 BENNY WAMPLER. Ot her questi ons?

13 (No audi bl e response.)

14 BENNY WAMPLER: Do you have anything further?
15 (No audi bl e response.)

16 JIMKAISERR W' d ask that the application be

17 approved as submtted, M. Chairnman.

18 BENNY WAMPLER: |s there a notion?

19 JIM MINTYRE: Mtion to approve it, M. Chairman.
20 BENNY WVAMPLER: Do | have a second?

21 PEGGY BARBAR:  Second.

22 BILL HARRI'S:  Second.

23 BENNY WAMPLER:  Mbtion and second. Any further

24
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di scussi on?
(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(AI'l nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition fromHard Rock Expl orati on,

I ncorporated for the pooling of a conventional gas unit HRVAE
#12, Garden District, docket nunmber VGOB-05-0920-1502. Ww'd

ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIM KAl SERR M. Chairman, again, JimKaiser and

Ji m St ephens on behalf of Hard Rock. At this tine, we would
ask the Board that this application be continued until next
mont h' s docket. W've got a lot of different issues. This
is kind of a different unit. W' ve got...60%of the unit

i nvol ves a preestablished existing 640 acre voluntary unit.
We're working out sone things with the parties that are

i nvol ved in that upper northern half of the unit. Hopefully,
by next nmonth we'll be able to...we'll have voluntary

agreenents and we'll be able to withdraw this application.
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BENNY WAMPLER: It will be continued. The next

itemon the agenda is a petition fromDart G| and Gas
Corporation for pooling of Abbs Valley conventional gas unit
27, Sherman #1 in the Cearfork District of Tazewel| County,
docket nunmber VGOB- 05-0920-1503. W'd ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tine.

JI M KAl SER: M. Chai rman and nenbers of the Board,

Ji m Kai ser on behalf of Dart Ol and Gas. Qur witnesses in
this matter will be M. Bob Powell as to land, and M. M ke
Jaskoski as to operations. This is Mr. Jaskoski’s first time
testifying before---.

BENNY WAMPLER: Go ahead and swear themin.

(Bob Powell and M chael P. Jaskoski is duly sworn.)

BENNY WAMPLER: W' |l start with M. Powel .

BOB PONELL

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER:

Q M. Powell, if you' d state your nane for the

Board, who you're enployed by and in what capacity.
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A Yes. M nane is Bob Powell. |'m enpl oyed
by Dart G| and Gas as a consulting | andman. My
responsibilities include leasing, title, right-of-way and al
the land activities in the Appal achi a.

Q Okay. Now, this well isin...it's a
conventional gas well and it's in Tazewell County and it's in
the Abbs Valley Gas Field, which we established a Field Rule

for...refresh ny nenory in May or June?

A | think it was My.

Q May .

A April or May, one of the two nonths.

Q Ckay. And what we did was, we took a
certain area and we forned, | believe, it was forty-four 200

acre squares, right?
A Yes, sir.
Q Ckay. And this unit represents one of those
forty-four squares. W're here today to pool just a few
unl eased interest within that square, correct?
A Yes, sir.
Q Ckay. And your responsibilities with Dart
i nclude the land involved here and in the surroundi ng area?
A Yes, sir.

Q And you're famliar with Dart's application
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seeking to pool any unleased interest which was dated August
the 19th, 2005?

A Yes.

Q And does Dart own drilling rights in the
unit involved here?

A Yes, we do.

Q And prior to filing the application, did you
make efforts to contact each of the respondents in the unit
and nake an attenpt to work out an agreenent regarding the

devel opnent of the unit?

A Yes, we did.

Q Ckay. And what is the interest...what was
the...well, we've got revised exhibits too, don't we?

A Ri ght .

Q W already submtted to the Board?

A Ri ght .

JIM KAl SERR  Okay. Let ne go over a couple of

ot her things before we get further into his testinony. The
well nanme on this well changed a couple of tines. W talked
with Diane Davis in Bob Wlson's office. | have...|'m going
to file these with you all. This is the...a new set of
originals with the right nane. Diane said just...and Bob

said just present themat the hearing. So, I'll give you
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these. Don't let nme forget to give you these. Then we al so
filed a revised...early filed a revised set of exhibits that
hopefully you have in your package that should say "Revised
8/ 30/ 05". Does everybody have that? Prefiled revised which
reflect sone additional |eases we picked up. |[I'Il get your
Bs. They don't say revised?

BENNY WAMPLER:  No. Does yours, Gary?

GARY EIDE: |1'mnot sure | know what we're | ooking
for here. |1've got this---.

BENNY WAMPLER.  He's sayi ng under your Exhi bit

B...go to Exhibit B, do you have revised at the top? |
don't. | doubt you do.
GARY EIDE: No.

JIM KAl SER.  No, he doesn't either. Wll, okay,

here is everything revised.

BENNY WAMPLER: Do we need to get copies or do you

want to pass them around? Wat's your pleasure.

MASON BRENT: \What ever you say, M. Chairnman.

JIMKAISER |I'mpretty darn certain that we sent

themto Diane. They're dated 8/ 30, we sent themearly. |
don't know why they didn't nmake it into the packages. But
what we'll do, you can take the one that you have with the

application and we'll identify the additional |eases we've
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pi cked up. That and the well nane is the only thing that has
changed. W filed it as Sherman #1. [It's now Shernman, et
al, 04---.

BOB PONELL: 042701.

JI M KAl SER:  Ckay.

BENNY WAMPLER: What were the changes...what are

t he changes in this? How extensive are they?

JIM KAISERE  What is there probably three or four

addi tional | eases you've picked up?

BOB PONELL: W picked up two additional |eases.

JIM KAISERE Two additional | eases.

BOB PONELL: On Exhibit B-3, we picked up | ease

nunber ... Tract #10 and Tract #20. And our outstandi ng | eases
are 8 and 12, 13 and 18.

JIMKAISER Do you want nme to go nmake copi es of

BENNY WAMPLER: Yeah, let's do that. You don't

need to make copies of the entire revised thing, but just
back here on your---.

JIM KAl SER:  Just the exhibits?

BENNY WAMPLER: Just the exhibits back here. W']|

just recess for about five m nutes.

(Recess.)
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BENNY WAMPLER: Back on the record.

JIM KAl SER:  Back on the record. kay, everybody

shoul d have a set of revised exhibits in front of them now.

We'll go back to M. Powel|.

BOB POVNELL

DI RECT EXAM NATI ON RESUMES

QUESTI ONS BY MR KAI SER

Q M. Powell, at the tinme that we filed the
application, the interest...renenber these are 200 acre
square units, right?

A Yes, sir.

Q And the interest that was under |ease in the
unit at the tinme of the application was 91...under |ease was
91. 987

A Yes, it was.

Q And at this tinme...and since the filing of
the application, you' ve continued to attenpt to reach
vol untary agreenents with unl eased parties and the interest
that's leased within the unit nowis 93.23% is that correct?

A That's correct.

Q Ckay, could you just point out the

additional |eases that you picked out...picked up the two
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addi ti onal | eases?

A W | eased Everett Bailey and Veda Cook
Bai | ey.

Q And what tracts are those?

A Tract #10.

Q Tract 10.

A And we | eased Kenneth and Carol Jackson,

it's Tract #20.
Q So, our correct percentages of |eased and

unl eased woul d now be 93.23% | eased and 6. 77% unl eased,

correct?
A Yes, that's correct.
Q Ckay. And this is a 20 tract unit, correct?
A Yes, sir.
Q And we do not mracul ously have any unknown

and unl ocateables within the unit, is that correct?

A Yes, sir.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents nanes
in Exhibit B---?

Yes.
---or revised Exhibit B? Are the addresses

set out in revised Exhibit B the | ast known addresses for the
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respondent s?
A Yes, they are.
Q Are you requesting this Board to force poo

all the unleased interest that are listed at revised Exhibit

B- 3?

A Yes.

Q Now, are you famliar with the fair market
value of drilling rights in this unit and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A Twenty dollars an acre for a five year paid

up lease or a m nimum of one hundred doll ars.

Q In your opinion, do the terns you just
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes, it is.

Q And as to that 6.77% that remai ns unl eased,
do you agree that they be allowed the follow ng statutory
options with respect to their ownership interest wwthin the

unit: 1) participation; 2) a cash bonus of five dollars per
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net...well, actually a paid up lease of...a five year paid up
| ease at twenty dollars an acre, which | guess divides out to
four dollars per year per acre or a mninmmof a $100 plus a
one-eighth of eight-eights royalty?

A Yes.

JI M KAl SER:  Does that make sense to everybody?

(No audi bl e response.)

Q O 3) inlieu of a cash bonus and one-eighth
of eight-eights royalty share in the operation of the well on
a carried basis as a carried operator under the follow ng
conditions: such carried operator should be entitled to the
share of production fromthe tracts pooled accruing to his
i nterest exclusive of any royalty or overriding royalty
reserved in any | eases or assignnents thereof or agreenent
relating thereto of such tracts, but only after the proceeds
applicable to their share equal 300% of the share of such
costs applicable to the interest of a carried operator of a
| eased tract or portion thereof; or B) 200% of the share of
such costs applicable to the interest of the carried operator
of an unl eased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that

el ections by respondents be in witing and sent to the
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applicant at Dart G| and Gas Corporation, P. O Box 177,
Mason, M chigan, zip code, 48854, Attention: Roger MKinley?

A Yes.

Q Should this be the address for all
communi cations with the applicant concerning any force the
pool i ng order?

A Yes.

Q Do you recommend that if no witten election
is properly made by a respondent, then such a respondent
shoul d be deened to have el ected the cash option in |ieu of
participation?

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe record...fromthe date that they receive the
recorded Board order to file their witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect that party
electing to participate to pay in advance that party's share

of actual conpleted well costs?
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A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board and thereafter,
annually on that date until production is achieved to pay or
tender any delay rental or cash bonus becom ng due under the
force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate but fails to pay their
proportionate share of well costs, then their election to
participate should be treated as havi ng been w t hdrawn and
respondent should be treated as deened to have | eased?

A Yes.

Q Do you recommend that where a respondent
elects to participate, but defaults in regard to the paynent
of well costs, any cash sumthat's due that respondent be
paid within sixty days after the | ast date on which that

respondent could have paid those well costs?

A Yes.
Q In this particular case, it's a conventional
well. W don't have any unknown or unl ocateable interest.

So, the Board does not need to establish an escrow account,

is that correct?
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A. Yeah, that's correct.

Q And who shoul d be nanmed t he operator under

any force pooling order?

A Dart G| and Gas Corporation.

JIMKAISER. That's all | have of this w tness at

this time, M. Chairnmn.

Boar d?

BENNY WAMPLER:  Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

M CHAEL JASKOSKI

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KAl SER

Q M. Jaskoski, you're enployed by Dart in

what capacity?

hi story,

Boar d.

A Drilling and conpl eti on superi ntendent.
Q Now, this is your...at least in recent
| guess, your first tine testifying before the

Coul d you just briefly go over your professiona

experience for ne?
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A |'ve been involved in the industry for
approximately thirty years, twenty years in the Appal achi an
Basin. | transferred fromthe M chigan office Coastal QG

and Gas' operations in Big Stone Gap, Virginia in 1985 as

their production superintendent. In 1991, Coastal was
pur chased by Equitable Resources. | transferred over to
Equi t abl e Resources. | worked for them as a operations

superintendent and eventually as Virginia Operations Manager
out of Big Stone Gap in the Nora Field offices. In 19...1991
or 1996 until 2002, | was drilling...manager of drilling and
work orders for Equitable out of their Kingsport office. In
2002, | went to work for Dart Gl and Gas as their drilling
and conpl etion superintendent drilling or responsible mainly
for Virginia and sone operations in Kansas and M chi gan.

Q And woul d you say it's probably fair to say
that in your years in the Appal achian Basin you' ve been
i nvol ved in working with over a 1000 wells for thenf

A | would think so. Several 100 at |east.

Q Ckay. | nean, your responsibilities do
i nclude the I and involved here and in the surroundi ng area?

A Yes, it does.

Q And what's the total depth of this proposed

wel | ?
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A 4500 feet.

Q And the estinmated reserves for the unit?

A 750 mllion cubic feet.

Q And when we take a | ook at the plat,
remenber now that when you were for the field rules this is

sort of a field that's established on a---.

A Nor t heast to sout hwest.
Q ---northeast to southwest direction and
that's why you see sort of the tilt in the unit. You'll also

notice that the location is outside the interior w ndow in
the 300 foot set back area, is that correct?

A Yes, it is.

Q And the field rule as was promul gated and
approved and executed, does allow for the Director of the DGO
to provide for a | ocation exception in the permtting
process, is that correct?

A Yes.

Q So, that will be taken care of in that
process, if it hadn't already been. Wat are the estimated
reserves for this unit?

A 750 mllion cubic feet.

Q And you're famliar with the well costs for

this well?

71



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A Yes, | am

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit C?

A Yes, it has.

Q Was this AFE prepared by an engi neering
departnment know edgeable in the preparation of AFEs and
know edgeable in regard to well costs in this particular
area?

Yes, it was.

Q In your opinion, does it represent a

reasonabl e estimate of the well costs?

Yes, it does.

Q And could you state for the Board what those

are?

A The dry hole costs are $379, 360 and
conpl eted well cost is $520, 685.

Q And do these costs anticipate a nmultiple
conpl eti on?

A Yes, they do.

Q Does your AFE include a reasonabl e charge

for supervision?

A. Yes, it does.

Q And in your professional opinion, would the
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granting of this application be in the best interest of
conservation, prevention of waste and the protection of
correlative rights?

A Yes, it woul d.

BENNY WAMPLER: |' m checking to see if you have a

signed AFE in here. W don't...our copy doesn't have one.

SHARON PI GEON:  Unh- huh.

BENNY WAMPLER: No. You'll need to submt that.

It needs to be signed and dat ed.

M CHAEL JASKOSKI: Yeah, | thought it had been.

BOB PONELL: Yeah, we thought it had.

JIMKAISERR W'Il get that to you, M. Chairman.

BENNY WAMPLER:  Ckay.

JIM KAI' SER.  Nothing further of this wtness at

this time.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JI M KAl SER: M. Chairman, we'd ask that the

application be approved as submtted with the revised
exhibits and the revised well nane.

BENNY WAMPLER: Is there a notion?
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second?

JI'M M| NTYRE: So noved, M. Chairman.

BENNY WAMPLER: Mbtion for approval. |[Is there a

PEGGY BARBAR: | second.

BENNY WAMPLER:  Mbtion for approval and second.

Any further discussion?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you.

JIMKAISERR M. Chairman, if | mght add, |'ve got

a signature page right here.

BENNY WAMPLER:  Ckay.

JIM KAI SER.  For sone reason it didn't get into

the...it's kind of different on the cover page. Wy don't

you just take that.

BENNY WAMPLER. Ckay. G ve that to M. Eide for

t he record.

GARY EIDE: Thank you.
JIM KAI SER.  You're dism ssed.
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BENNY WAMPLER:  Ch, I'msorry. Thank you.

BENNY WAMPLER. The next itemon the agenda is the

Board will receive corrective testinony from Appal achi an
Energy regardi ng previously pooling unit AE-149, docket
nunber VGOB- 05- 0621-1472. W'd ask the parties that wish to

address the Board in this matter to cone forward at this

time.

JIMKAISER: M. Chairman, JimKaiser on behal f of
Appal achi an Energy. | guess I'mgoing to be the witness in
this one. | guess | need to be sworn.

BENNY WAMPLER:  Ckay.

(JimKaiser is duly sworn.)

JIMKAISER This is a well that we pool ed back in

June. Then when we...as you know, we go back and hopeful |y
within forty-eight hours try to send a draft order to Bob's
office wwth any changes, you know, to reflect the testinony
that occurred at the hearing. 1In this particular case, our
draft order and our testinony...now, wait a mnute. Qur
draft order and our exhibits reflected that the percentage of
the unit that was under | ease was 96.3595% with 3.6788%

unl eased and to be pooled, which is correct. So, the draft
order and the exhibits are correct. Qur testinony, which was

incorrect, stated that we had 96. 7491% of the unit | eased and
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needed to pool 3.516% So, it would be ny testinony, and
we'd like to correct that so we can get this order executed
and recorded, would be the | ease percentage 96. 3595 and

unl eased percentage 3.6788.

BENNY WAMPLER: Ckay. Any questions from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion for approval ?

JIM MINTYRE: Mdtion to approve, M. Chairnman.

PEGGY BARBAR: 'l second.

BENNY WAMPLER: | have a second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
di sbursenent of funds from escrow and aut hori zation for
direct paynent of royalties on Tract 3, unit N-39, docket

nunmber VGOB-00-0321-0775-01. We'd ask the parties that w sh
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to address the Board in this natter to cone forward at t

tine.

hi s

MARK SWARTZ: Mark Swartz and Anita Duty, unless

she changed her nanme agai n.

ANI TA DUTY: No.

MARK SWARTZ:  Ckay.

BENNY WAMPLER: Are you going to have Anita as

W t ness?

MARK SWARTZ: Yes.

a

BENNY WAMPLER. Go ahead and be sworn. State your

name for the record please, M. Franks.

J. C FRANKS: J. C Franks.

BENNY WAMPLER.  We' || get you fol ks sworn in.

(J. C Franks and Anita Duty are duly sworn.)

BENNY WAMPLER: The record will show no ot hers.

You nmay proceed, M. Swartz.

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane for
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the record.
Anita Duty.
Who do you work for?

CNX Gas Conpany.

o > O »F

What do you do for themthat pertains to why
we're here today?

A | kind of take care of the escrow accounting
and ot her things.

Q Ckay, okay. Wth regard to the first item
that the Chairman just called, which is N-39, correct?

A Uh- huh.

Q Did you do the accounting work to prepare
for this hearing?

A Yes.

Q Ckay. Wiat records did you have avail abl e
to you and what did you do?

A | had our bank records that showed the
i nterest and deposits and | conpared that to the deposits
that our, | guess, |ease nmanagenent conpany pays into the
escrow account.

Q Ckay. And when you conpared them were you
able to bring theminto agreenent?

A. Yes.
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Q So, there are no adjustnents that need to be
made to escrow account as far as you're concerned?

A No.

Q Ckay. And have you provided the Board with
both an Exhibit EE, which identifies the fol ks who have split
agreenents that we're dealing with today in tract N 39,
correct?

A Yes.

Q And have you al so provided the Board with a
Exhi bit A spreadsheet which deals with percents and dollars

that are going to be going to those people?

A Yes.
Q Ckay. And as usual, is the dollar anount
really just an illustration because by the tine the

di sbursenent is nade, the dollars m ght change but the
percent age woul d be correct?

A Yeah.

Ckay. So, in drafting an order, the Board

shoul d use the percentages for the ultimte di sbursenent?

A Yes.

Q Ckay. After this disbursenent is nade, is
there going to be any need for this escrow account with

regard to N-39 to be maintai ned?
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A No, this will close the account.

Q Ckay. So, the only tract escrowed with
regard to N-39 is Tract 3?

A Yes.

Q Okay. And what...who are the parties that
have reached a split agreenent here?

A The first party that we'll be doing a split
with be the Metcalfe Estate and Reserve Coal Properties.
There is a little thing different about this one. It's 75%
for Metcalfe and 25% for Reserve Coal. Normally, we just

have a 50/ 50.

Q And is that a witten agreenent?

A Yes.

Q Ckay.

A And then we have Ruth Cul bertson and Reserve

Coal Properties and they will split 50/50; and Reserve Coa
Properties and Clyborne will be splitting their half 50/50.

Q And those splits are reflected on Exhibit A,
correct?

A Yes.

Q Ckay. And with regard to the percentages

and the owners percent of escrow, is that the Iist of

percentages that the order should reflect?
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A Yes.
Q Ckay. And then at the tine you bal anced the

account, does the last columm represent the doll ars?
A Yes.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: And that was bal anced effective

when? What was the date?

ANI TA DUTY: That was July of 2005.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: M. Franks.

J. C. FRANKS: | have sone sheets here that | have

gone over, various reports that have been nmade to ne because

| received no reports of production for portions of this at

all until | go to the Board to get the answers. Let ne pass

sone of these out here so you can see what |I'mtal king about.
(J. C. Franks passes out sone docunents.)

BENNY WAMPLER: She won't need it. She won't need

it. You can give M. Swartz one, if you don't m nd.

J. C FRANKS. | wll have to give you an

expl anation on ny nunbers. Sone of the reports | received
requi red nodification. They were in error. Wen that was

di scovered, we di scussed back and forth with the CNX office
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and nade sone adjustnents. Also, ny figures in here are from
the VGAOB records for production and using their percentage.
| use as a deduct 66 cents. They're using a different
deduct. So, their nunbers should be a little different. So,
this...what ny first line is | received notice on March of
'03 and reducing that to...that 75% we're tal king about is
t he bal ance that would have been fromthat 37. |In other
words, the balance in escrowis $1443 and a portion due for
that was $37 only. But...then each one of these...in
Decenber of '04, | received another report. For this report
she has here, for this breakout, 7/05, there was sone
revisions in that. The VGOB records only go through
production of 3/05. That would be 5/05 in relation to the
7/05. They're two nonths short, in other words. The Board
did not have escrow i nformati on beyond March, or production
information. | don't know if the noney was in there or not.
But they had just received the 3rd. You see their anount is
| arger than the 7/05 even though there's two nonth's
different. But there's sone differences in that deduct
anount also and interest. But it should have been greater
considering interest and things anyway. This is flat nunbers
here with no interest applied.

BENNY WAMPLER: Wl |, your nunbers appear 7/05 to
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coincide with their at 7/05 at 7/31.

J. C FRANKS: Yeah, 7/31/05 is 509. But the

| arger nunber at March is two nonth's short with no interest.

But now they're taking a |arger deduct, which has to be
adjusted to match the Court requirenents and ot her
agreenents. That woul d be done separately, |'m assum ng
here. W'IlIl have to---.

BENNY WAMPLER: That's not a part of what the Board

does.

J. C. FRANKS: Right.

BENNY WAMPLER.  That's between you parti es.

J. C. FRANKS. Right. But there was four

mont hs. .. four pools that the Board had no...that the office
had no report of production. Yet on two of those production
was paid for to the J. H Franks' Estate, which is invol ved
in the sanme pool. The other two, | have no records of at
all.

BENNY WAMPLER.  Ms. Duty, do you have a response?

MARK SWARTZ: | mean, our nunbers are the sane.

BENNY WAMPLER:  Well, his...his point, | think, is

at March it was higher and in July it's | ower.

ANI TA DUTY: Well, that March...where it's show ng

March 2005, that actually...what you have to keep in mnd is

83



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

that production is paid two nonths behind. So, actually the
July that we're showing as of July is really from May
pr oducti on.

J. C. FRANKS: Uh- huh, two nonths short.

ANI TA DUTY: Right. Two nonths behind. Not...lI

mean, it's not that it's short. You know, that's just...it
takes tinme to, you know --.

BENNY WAMPLER. Right, right, right. Yeah, you're

a sixty day del ay.
J. C. FRANKS: Right.

ANI TA DUTY. Right. So, the balance...that 2768. 90

is the balance |I have showing for July, or say August.

MARK SWARTZ: | guess | don't understand.

ANI TA DUTY: That just don't have any interest.

J. C. FRANKS: That would be for My's production?

ANI TA DUTY: Yeah. Wat you're showi ng here is for

Jul y.
J. C. FRANKS. Right. The bal ance.

ANI TA DUTY:  Un- huh.

J. C. FRANKS: That's what | woul d have thought.

BENNY WAMPLER. And see the key here, what we would

be approving, if we approve this, is that we're approving the

di sbursenent of escrow of this anobunt which you' ve bal anced
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wth at that 2716.38. That would pay out that account. Then
fromthat point forward, you can get the checks directly or
whoever represents, however it's set up.

J. C. FRANKS: Right. And then the adjustnents,

due to the requirenments of the Court, up to, what is it '95,
and then | ater by agreenents between us, there's a different
anount. | used 66 cents because it's 68 now wi th our
contract. The earlier was 62.

BENNY WAMPLER: Right. Just understand the

Boar d- - -.

J. C. FRANKS: That wll be a personal---.

BENNY WAMPLER: That's...that's right. That's

bet ween the parties there.

J. C. FRANKS: Ckay.

BENNY WAMPLER:  This is just an agreenent on payi ng

out what's in escrow at---.

J. C. FRANKS: Right.

BENNY WAMPLER: ---at a particular point in tine.

J. C FRANKS: W would have to bal ance out the

di fference on this.

BENNY WAMPLER:  That's exactly right. Yes, sir.

J. C. FRANKS:. Uh-huh. That's...that's okay.

BENNY WAMPLER. Ckay. So, with this you're
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requesting the payout the nunber 2716.66 that's effective
wi th your bal ance of 7/31/05? Does that summarize your
request ?

ANl TA DUTY: Yes. W need to make sure that it

goes by percent of escrow. Because that account is going to
be cl osed.

BENNY WAMPLER: | under st and.

ANl TA DUTY: So, we don't---.

MARK SWARTZ: | nean, we actually...l nean, you

know, we have to do these as of a point in tine.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: So, the 2716.66, which is being used

to allocate doll ars---.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: ---was actually a 6/24/05 bal ance

when we did the accounting work. Ckay, currently, we're
showi ng a bal ance of 2813.86 through August the 25th. Again,
that's two nonths...you know, but...l nean, it's always a
moving target. But we had to pick a date---.

BENNY WAMPLER:  Ri ght.

MARK SWARTZ: ---and that tine that we picked is

the 2716. 66, just so we've got a date, is actually a 6/24

accounting date.
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BENNY WAMPLER:  And what...what you' re asking the

Board to do is to pay out the escrow account---?

MARK SWARTZ: In its entirety---.

BENNY WAMPLER  Ri ght .

MARK SWARTZ: ---using the percentages---.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: ---listed in the owner's percent of

eSsSCr ow.

BENNY WAMPLER: Ri ght.

MARK SWARTZ: The pont of the accounting

information is sinply to allow Anita to indicate to you that
she has done the conparison of (inaudible) royalty paynent
records with the bank's records to make sure that they're in
agreenent. That is a fact. Through that date, actually, you
know, they were in agreenent and did not require an

adj ust nent .

BENNY WAMPLER. And you're in agreenent with that?

J. C. FRANKS: Yeah. The others...the extraneous

will have to be---.

BENNY WAMPLER: Sure, worked out.

J. C. FRANKS: ---wor ked out.

MARK SWARTZ: They have a signed agreenent, which

t hey acknow edge and they're going to deal with it.

87



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

BENNY WAMPLER: Ckay. All right. 1Is there a

nmoti on?

JIM MINTYRE: Mbdtion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval on that. The

next itemis a petition from CNX Gas Conpany, LLC for the

di sbursenent of funds from escrow and aut hori zation for
direct paynent of royalties on Tract 2, unit N-40, docket
nunmber VGOB- 93-0420-0358-01. W'd ask the parties that w sh
to address the Board in this matter to conme forward at this
time.

MARK SWARTZ: We've got sone slightly revised

exhibits here. Just to alert you, the change...the exhibit
we gave you originally...M. Franks, the exhibit we gave you

originally, the tract colum had just Tract 2 and actually
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we're tal king about these tracts. That's all that has
changed.

J. C. FRANKS: Yeah, that's fine.

MARK SWARTZ: It's all of them

J. C. FRANKS: Ckay. GCkay, yeah, | recognize that

and we discussed it.

MARK SWARTZ: And, obviously, we had to change the

Exhibit EE to reflect all the tracts as wel|.

J. C. FRANKS: Unh- huh.

MARK SWARTZ: So that was just a tract ID issue.

J. C. FRANKS: Yeabh. Now, we've had...we've had

several nodification of figures back and forth.

MARK SWARTZ: Well, this is just the tracts though.

J. C. FRANKS: Unh- huh.

BENNY WAMPLER: | need you folks to restate your

names for the record, please.

MARK SWARTZ: Mark Swartz and Anita Duty. M.

Franks, you need to tell them your nane.

J. C FRANKS: J. C Franks.

MARK SWARTZ: (Ckay.

BENNY WAMPLER:  Thank you. You' ve been previously

SWOr n.

BENNY WAMPLER:  You may proceed, M. Swartz.
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ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ckay. Anita, have you passed out sone

revi sed exhi bits?

A Yes.

Q You need to state your nane, again,
yoursel f.

A Anita Duty.

Q Ckay. Wio do you work for?

A CNX Gas Conpany.

Q And what do you do in your job that pertains
to why we're here today?

A | just kind of nake sure that the escrow
accounts bal ance.

Q Ckay. Have you pass...these exhibits that

you' ve passed out, the revised exhibits, what was the change?

A To the tract nunbers.

Q Ckay. Oiiginally, it was just Tract 27
A Yes.

Q In both Exhibit A and Exhibit EE, and what

did you revise it to?
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A It's going to be Tracts 2, 5,6 and 7, which
actual ly matches the supplenental order, after | went back
and | ooked at it. The Tract acres is 2.1...21.75 instead of
21.72.

Q Ckay. So, that was al so a change?

A Uh- huh.

Okay. That's on both, yeah, okay. D d you
conpare or were you able to conpare the escrow bank records

with the ILMroyalty payor records?

A Yes. Everything is bal anced.

Q And everyt hi ng bal ances?

A Uh- huh.

Q And you' ve picked a date here to address a

dol | ar bal ance, correct?

A Yes.

Q And what was that date? That's as of what
dat e?

A It should be June 2005.

Q Ckay. On the spreadsheet that |I'm | ooking,

whi ch the Board doesn't have, but it | ooks |like as of June
the 24th, '05, correct?
A. Yeabh. Uh- huh

Ckay. And, obviously, there's nore noney on
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deposit since then?

A Yes.

Q kay. Wth regard to the disbursenent here,
if the Board nakes the disbursenent that you're requesting
fromthe escrow account, can the escrow account for this unit
be cl osed?

A Yes.

Q Ckay. So, you're asking for a 100%

di sbur senent ?

A Yes.

Q And in the split agreenent percent, is that
what should be reflected in the order so at the tine the
escrow account bal ance is disbursed, these are the

percentages that are applied?

A Yes.

Q And the dollar amounts in the last colum is
sinply illustrative?

A Ri ght .

Q Ckay. kay, again, here in one instance, we

do not have any equal or a 50/50 split, correct?
A Correct.
Q And it's a 75/25 again just like in the | ast

one?
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or der,

A. Yes.

Q Ckay. And are you requesting that the Board

once the di sbursenent fromescrow is made, all ow the

operator to pay folks directly...these folks directly---?

Boar d?

t hat .

yes.

A Yes.

Q ---consistent with their agreenent?
A Yes.

MARK SWARTZ: That's all | have.

BENNY WAMPLER:  Any questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: M. Franks?

J. C. FRANKS. That's okay, sir.

BENNY WAMPLER.  All right. Got an agreenent on

J. C FRANKS: That's fine.

BENNY WAMPLER. |s there a notion for approval ?

JIM MINTYRE: Mbdtion to approve.

MASON BRENT: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

(Benny Wanpl er and Sharon Pi geon confer.)
BENNY WAMPLER:  Just for clarification, you

testified that this was a bal ance as of 7/31/05. Mark
brought up...M. Swartz brought up the fact that it's
6/ 24/ 05.

MARK SWARTZ: It would be the sane because there is

no posting in the neantine, right?

ANl TA DUTY: The reason for the...the reason for

the mstake...like when | get this fromthe bank, it has July
the 18th, 2005 and this was when this spreadsheet was given
to nme...or | guess calculated by them So, | just end of the
month. But actually the check was in between those two
tinmes...like the end of June...you know, June the 25th.

BENNY WAMPLER:  Ckay.

ANl TA DUTY: So, it's kind of...] don't know which

date to pick. | don't know how --.

MARK SWARTZ: But the bal ance woul d be accurate at

the end of the nonth because the paynent that you're tracking

occurred during the nonth?

94



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

ANI TA DUTY: Right.

BENNY WAMPLER:  Ckay.

MARK SWARTZ: | don't know if that helps or---.

ANl TA DUTY: | don't know how- - -.

J. C. FRANKS: Well, ny point on that is that they

pay it according to it because we will be adjusting to
the...to these extraneous characters anyway. So, we'll w pe
all of that out regardl ess.

BENNY WAMPLER. Right. You've got a bal ance and

your agreenment with...we're going to pay it all out and then
it wll be a direct workout between the parties after that.

J. C. FRANKS. That's right.

BENNY WAMPLER. The next itemon the agenda is a

petition from CNX Gas Conpany, LLC for disbursenent of funds
fromescrow and aut horization for direct paynent of royalties
on Tract 3, unit N-41, docket nunmber VGOB-93-0420-0359-01.
We'd ask the parties that wish to address the Board in this
matter to come forward at this tine.

MARK SWARTZ: Mark Swartz and Anita Duty, again.

J. C FRANKS: J. C Franks.

BENNY WAMPLER:  You may proceed, M. Swartz.

ANI TA DUTY
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DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane one nore
time.

A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q And what...what do you do in your job that
pertains to why we're here today on N-41?

A To make sure the escrow accounts are
bal anced.

Q Ckay. What did you review to nake that
determ nation?

A | LM s escrow accountings with the bank's
accounti ng.

Q Ckay. So, ILMis the conpany that pays the

royalties or disburses the royalties, correct?

A Yes.

Q And then the bank receives thenf

A Yes.

Q And when you conpare the payor's records

with the bank's records, what did you find?

A They bal ance.
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Q Ckay. And what's the bal ance date that
we're...at least in terns of dollars that we're | ooking at
here or the nonth?

A Are we going in July?

Q This 3292.88 was as of...it looks like the
end of June?

A June, yeah.

Q kay. And in this incidence, when the
escrow pays out, it looks like it's not going to pay out al
of the funds in escrow?

A No.

Q Ckay. So, this escrow account would need to
be mai nt ai ned?

A Yes.

Q When. .. when this proposed payout from escrow
occurs though, does it nake all of the paynents with regard
to Tract 3 or are there still sone folks in Tract 3, if you

know, that haven't reached split agreenents?

No. Tract 3 will no | onger need escrow.

Ckay. So, that...at least that will zero
out---?

Ri ght .

---even though the total account woul d not,
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correct?
A Correct.
Q kay. The split agreenents here, the first

one is 75/ 25, correct?

A Yes.

Q And the other two are what?

A 50/ 50.

Q Ckay. And then the owner's percent of

escrow you' ve actually done a cal culation for everyone?

A Yes.

Q And is that...are those the percentages that
t he bank should use at the tine that these funds are
di sbur sed?

A Yes.

Q Ckay. And then the |ast columm sinply
illustrates what these percentages would result inin terns
of dollars as of a closing date of the end of June of '057?

A Yes.

Q Ckay. And are you requesting that once this
di sbursenent occurs with regard to Tract 3, the operator be
aut hori zed to pay the people with split agreenents directly?

A Yes.

MARK SWARTZ: That's all | have.
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BENNY WAMPLER: M. Franks, you're in agreenent?

J. C. FRANKS: Yes.

BENNY WAMPLER:  Ckay.

J. C. FRANKS: Yes, sir. That's correct.

BENNY WAMPLER: |s there a notion? Any questions

from nenbers of the Board?

yes.

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Is there a second?

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers signify by saying yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

di sbursenment of funds from escrow and aut hori zation for

direct paynent of royalties on Tract 1, unit O 40, docket

nunber VGOB- 93-0420-0361-02. We'd ask the parties that w sh
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to address the Board in this natter to cone forward at this

time.
MARK SWARTZ: Mark Swartz and Anita Duty, again
J. C._ FRANKS: J. C Franks.
BENNY WAMPLER: Thank you. You may proceed, M.
Swart z.

ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ani ta, your nane?

A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q What do you do for themthat pertains to

this hearing today?

A Make sure that the escrow accounts bal ance.
Q What records did you review to do that?
A | LMs records show ng what they had sent to

escrow, which is our...pays our royalty paynents and the
bank's records.
Q Ckay. And after you conpared them did you

determ ne whet her or not they were in agreenent?
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A
Q

prepared here, it

Exhibit A it looks |like after the Tract 1 di sbursenents are

Yes, they were.
Ckay. Now, in the spreadsheet that yo

| ooks like after...I'mtalking about

u've

made by the escrow agent there would still be a bal ance
escrow?

A Yes.

Q Ckay. So, this escrow account for O 40
needs to be maintai ned?

A Yes.

Q However, after this paynents are nade, is
all...wll all of the noney pertaining to Tract 1 in this

account be paid out?

A
Q
to other tracts?
A
Q
split agreenents.

A

Q
A.
Q

Yes.

Ckay. So, the renmaining noney would pertain

Yes.

Ckay. Again, we have a split...several

One is a 75/ 257
Yes.
And the other two are 50/507?
Yes.

The owner's percent of escrow col um,
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that the nunber...the percent that the escrow agent shoul d

use and apply to the balance on deposit for Tract 1 at the

time the di sbursement is nmade?

A Yes.

Q Okay. And then that would ensure that these
peopl e get subsequent deposits?

A Yes.

Q |s...are the dollars in the last colum
sinply illustrative?

A Yes.

Q Ckay. And the 67952.92 is as of the end of
what nont h?

A June

Q Ckay. O this year?

A Yes

Q And there's sone noney that has cone in
since then?

A Yes.

Q And after the escrow agent nakes the

di sbursenents contenpl ated, would you al so request that the

Board all ow you to pay the people with split agreenents

directly?

A

Yes.
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Q Ckay. And this...just so there's no
confusion, the owner's percent of escrow nunber is the
percent of all of the noney in escrow?

A Yes.

Q Ckay. It's not...we haven't segregated

Tract 1---7?

A Ri ght .
Q ---from ot hers?
MARK SWARTZ: That's all | have.

BENNY WAMPLER. M. Franks, you're in agreenent?

J. C. FRANKS. Yes...yes, sir.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

(No audi bl e response.)

JIM MINTYRE: Mdtion to approve, M. Chairnman.

BENNY WAMPLER: s there a second?

MASON BRENT: Second.

BENNY WAMPLER: Mbtion to approve and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

di sbursenent of funds from escrow and aut horization for

di rect paynent of royalties on Tract 2 and 3, unit O 41,
docket nunber VGOB-93-0420-0362-01. W'd ask the parties
that wish to address the Board in this matter to cone forward
at this tine.

MARK SWARTZ: Mark Swartz and Anita Duty.

J. C FRANKS: J. C Franks.

MARK SWARTZ: Just got a technical issue here, M.

Chai rman. Just one second, if you woul d.

BENNY WAMPLER: Sur e.

(Mark Swartz and Anita Duty confer.)

ANI TA DUTY

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your nane.

A Anita Duty.
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A
Q

here today?

other---7?

A
Q
t hat needs to be
A
Q
Tract 2 and what
A

Q

A
Q

Who do you work for?
CNX Gas Conpany.

What do you do that pertains to why we're

To make sure the escrow accounts bal ance.
Okay. Do we need to point out a revision
made to two of the exhibits?

Yes.

Ckay. |If we ook at Exhibit EE, you've got
shoul d that actually represent?

It should actually be Tracts 2, 5 and 6.

Ckay. Simlar to what we saw in the

To match the suppl enental order

Ckay. And you just checked the suppl enenta

order and verified that that's...that's what's provi ded?

A.
Q

Yes.

Ckay. And then |ikew se---?

BENNY WAMPLER: WAit just one second. Let ne...you

said Exhibit EE and it's |labeled, | believe, EE #2, is that

correct?

MARK SWARTZ: Correct.

BENNY WAMPLER.  Ckay. Go ahead.
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Q And then we're going to have to al so nake
t he sane change on Exhibit A right?

A Yes.

Q And so with regard to the first three people
that are receiving a split, instead of Tract 2 that should
actually say 2, 5 and 6?

A Yes.

Q And will you prepare exhibits and get them
to the Board after today so they've got sonething...you know,

arevised witten exhibit?

A Yes.

Q Ckay.

A The tract acres don't change. So, known of
the...known of the percentages or anything wll change. Just
t he | abel .

Q Just tract IDs?

A Yeah.

Q Ckay.

BENNY WAMPLER: | think we would just accept filing

with the Director's office to correct that. Just send to
Bob.
Ckay.
Q Even t hough he doesn't | ook |ike Bob

106



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

GARY EIDE: Thank you. 1'Il take that as a
conpl i nent.

JIM MINTYRE: That's a conplinent.

(Laughs.)
Q Ckay. The...did you conpare the |ILM

records, the royalty payor records with the bank's records?

A Yes.

Q Ckay. And were they in agreenent?
A Yes.

Q Ckay. You have picked a dollar

anount . ..anount due owners that's reported in your | ast
colum. Wen is that? |s that also June as we've seen in

t he ot hers?

A Yes.

Q June of this year?

A Yes.

Q Ckay. The...and the dollar anounts, of
course, are sinply to illustrate that if it had occurred in

June that's the anbunt that the split agreenents woul d have
pr oduced?

A. Yes.

Q Ckay. In directing the escrow agent to nake

the di sbursenents, is it your testinony that the escrow agent
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shoul d apply the percent in the owner's percent of escrow
colum to the bal ance on deposit at that tine, at the tine
t he di sbursenent is nade and then pay the resulting dollars

to each of the parties identified?

A Yes.

Q Ckay. Wien that disbursenent is nmade, wl|
that zero out this escrow account or will there still be
noney?

A There will still be noney there.

Ckay. WII that noney be for tracts other

than 2, 5, 6 and 3?

A Yes. Tract 4 would be only one renaining.

Q Ckay. So, whatever is left after these
di sbursenents are nmade woul d pertain to Tract 47

A Yes.

Q Ckay. But the account, obviously, would
need to be maintai ned?

A Yes.

Q Ckay. | think that's it.

BENNY WAMPLER: M. Franks, do your records show

that that's in agreenent?

J. C. FRANKS: Yeah. But this brings...this brings

up sonething that can clarify why I have so many nunbers
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under mny 305 sheet because the way the tracts were given, |
included all of themand I splitted it up differently.
So- - -.

BENNY WAMPLER:  Ckay.

J. C. FRANKS: It goes back to the first ful

colum of Tract 7A...of our Tract 7A.

BENNY WAMPLER: But you're in agreenent if we pay

out by the percent of escrow that we have in here that that's

for those tracts.

J. C. FRANKS: Yes. But we will recal cul ate the

t hi ngs anyway.

BENNY WAMPLER:  Ri ght.

J. C FRANKS. W will get there.

BENNY WAMPLER: Ckay. Any questions from nenbers

of the Board?
(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

JIM M| NTYRE: So noved, M. Chairman.

BENNY WAMPLER:  Mbtion for approval.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  All in favor, signify by saying
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yes.
(Al nmenbers signify by saying yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. M. Franks, you

did have O 39 on here. O course, that wasn't---.

J. C. FRANKS: O 39 was i n-house escrow.

BENNY WAMPLER:  Ckay.

J. C FRANKS. | threw those nunbers in basically.

BENNY WAMPLER:  Very good. Thank you very nuch.

Board nenbers, we have one nore item the mnutes fromthe
August the 16th, hearing that | believe you were previously
distributed. Any discussion on that?

(No audi bl e response.)

BENNY WVAMPLER:  |If not, I'll entertain a notion for
approval .

JIM McINTYRE: So noved.

BENNY WAMPLER:  Mbtion for approval. |Is there a
second?

MASON BRENT: Second.

BENNY WAMPLER:  Second. All in favor, signify by

sayi ng yes.

(Al nmenbers signify by saying yes.)
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Thank you very

much. That concl udes the hearing.

STATE OF VIRAG NI A,
COUNTY OF BUCHANAN, to-wt:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoing hearing was recorded by ne on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 12th day
of Cctober, 2005.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2009.
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